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Overview

This Fiscal Year 2015 (“FY15”) Budget presentation provides both background of the Town as
well as important financial information. The Budget is a very important tool in that is
represents the Town’s operating plans expressed in dollars and controls. Unlike a business
where budgets flex in response to sales, our town’s annual revenue sources are relatively
predictable and expenses need to be controlled. A related budget tool used during the year is
the “Budget Amendment”. Budget Amendments are used to propose material and finite
deviations from the Town’s operating plans that were built into the budget. It is important to
bring these material deviations to the timely attention of the Town Council.

Basically, the Town is in relatively good financial condition with combined “Restricted” and
“Unrestricted” Fund Balances (accumulated surpluses/reserves) totaling over 9 months of our
“Operating Budget”. The Town has no debt, and we are projecting a surplus for FY2014. This
compares favorably with other communities in the state of Delaware. Our actual FY14 surplus
will be known when our independent audit is completed in August. Some folks have argued
that our Fund Balances/reserves/surpluses should be much higher in anticipation of a
catastrophe, like a 100 year storm. Others have argued that our Fund Balances are adequate,
and should we experience a catastrophe we can deal with it using other alternatives and
remedies, such as loans and higher government emergency grants. To materially increase our
Fund Balance for catastrophic events we would likely need to increase taxes, which we expect
would meet significant property owner resistance.

Town of South Bethany Budgets and Actuals
FY 2012 - 2015
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The FY15 Budget has a projected Operating Expense Budget less than our Projected Revenues;
these are both just under $2.2 million. However, when we take into consideration our Capital
Budget of $95,184 we will project an annual deficit of $73,497. We balance an annual budget
deficit by appropriating Fund Balance (accumulated surplus). This is not unusual, as Capital
Expenditures can vary greatly year to year. For example there are no budgeted Capital
Expenditures in FY14, and over $95,000 in FY15. Generally we have a net surplus in years with
no or low Capital Expenditures. For example, we are projecting a surplus in FY14, and we had a
surplus of $165,000 in FY13. The financial information appearing later provides more specifics.
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Budget Building Process

The Town began its FY15 budget process in November when instructions and forms were
distributed by the Finance Director and Town Manager to departments and committees who
request funding. The Town Manager is the chief budget officer, and the Finance Director
manages the process. Department heads and Committees are expected to review current
budgets and develop costs for their operating and capital plans, including staffing changes,
price changes, supply and equipment needs. Departments and Committees were to submit
their budget requests by the first week in January to the Town Manager.

The Finance Director plays the major role in the budget building process by not only in
assembling others’ input, and also developing the initial revenue projections, projections for
beach patrol, trash costs, ambulance fees, payroll, payroll related expenses and more. The
Town Manager and Finance Director work closely in reviewing these initial numbers.

The Finance Director takes all this information and assembles a “preliminary budget” in a
complex multi-page MS Excel document. Next the preliminary budget gets reviewed by the



Town Manager, Finance Director and Treasurer in January. Format and presentation of the
information is important in transforming the preliminary budget into the first “Draft Budget” in
getting it ready for the Town Council’s review.

The first Draft Budget was reviewed and revised by the Mayor, Council and Department heads
at the February 27 Council Workshop. This was the “February 27 Draft Budget”. At the March
21 Budget & Finance Committee meeting, the February 27 Draft Budget was reviewed, and the
Committee made 3 major recommendations to Council for the Council’s March 27 Workshop
meeting. The primary thrust of the Committee’s recommendations to Council was to keep
operating expenses under projected revenues.

A Public Hearing meeting for the FY15 Draft Budget was conducted on March 27 just before the
regular Town Council Workshop meeting. The Public Hearing was attended by approximately
10 property owners plus 6 Council members. A number of questions were asked by property
owners, and they seemed to be satisfied with the answers to their questions. Following the
Public Hearing, the Council Workshop was held and the Council agreed upon a final draft
budget after further changes. The draft resulting from the Workshop was adopted at the April
11 Regular Town Council meeting. The FY15 budget takes effect May 1, 2014, while at the
same time FY14 also remains open for two more months to allow transactions to be booked in
their proper fiscal year.
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On a monthly basis departments, committees, and Council members are given budget vs. actual
reports. If there are any items where expenses are showing signs of exceeding the budget, the
area are noted and potential remedies are considered by the person responsible for the
respective budget line item. Funding can be shut off if necessary, however immaterial and
emergency items are typically allowed and budget amendments and/or transfers are to follow.



Budget adjustments for fully funded grants are recorded at the time of they are awarded with
the Town Manager’s approval. The Town Manager and Finance Director routinely monitor
revenues and expenditures to determine whether spending restrictions or reductions are
required and take action as soon as practical. The Town Manager has authority to make certain
budget transfers, as noted in the Town’s Budget Control Policy guidelines. Budget
Amendments needing Council approval play an important role in this process.

Our Town Charter requires at the end of our fiscal year, an independent audit be conducted on
all our financial records. Our annual audit field work is normally conducted during June and
July. After finishing the audit field work, the auditor meets with the Finance Director, Town
Manager and Treasurer to discuss preliminary findings and recommendations. A final audit
presentation with all findings and recommendations presented to the Town Council during the
September Town Council meeting.

Town Background

The Town has a very comprehensive web site whose Internet address is:
http://www.southbethany.org. You can find a lot of information from trash collection dates to
Town Council meeting minutes.

South Bethany is located in the South East corner of Delaware just 4 miles north of Ocean City,
Maryland. It’s is a young community having only been incorporated in 1969. Development of
the area started in 1952 with the opening of the Bay Bridge that linked the Eastern and
Western shores of Maryland. This allowed vastly greater numbers of vacationers from
Baltimore and Washington D. C. to access the outstanding sand beaches along the coast. The
early development of the Town accelerated in 1953 when Richard F. Hall and his wife Elizabeth,


http://www.southbethany.org/

from Ocean City, purchased about 130 acres of land on both sides of Rt. 1, and named the
private property “South Bethany”. He opened a sales office on Rt. 1. and began to
sell residential building lots and dig the first canals.

George Cokinos christened the Town as the “Best Little Beach in Delaware” in
1985, by designing tee shirts for the family and putting up signs. The name has
been adopted by the Town, which is also known as part of the “Quiet Resorts”.
The Town is truly quiet thanks in part to the many dead end streets.

Since its incorporation the Town has acquired and otherwise annexed surrounding
areas enlarging it into just under the one square mile it occupies today. It has a
beautiful pristine sandy ocean beach about % of a mile long, and 5 miles of canals
giving boaters access to the Assawoman Bays, Indian River Bay and the Atlantic.
1 Many folks refer to the east side of Rt. 1 as the “Ocean Side” and the west
side of Rt. 1 as the “Bay Side” or “Harbor Side” of Town. It's estimated
that there are about 600 full time residents, which can swell to 4,500
vacationers on a holiday weekend.

The Town is managed by a professional Town Manager, and has 13 full
time employees and one part time employee. It has four departments,

£33 General and Administrative, Public Safety, Public Works and Beach Patrol.
The fuII time employees include 5 General and Administrative staff, 6 Public Safety employees,
2 and % Public Works personnel. In the summer it hires about 28 more seasonal employees,
mostly life guards. Public Safety and Public Works generally hire one seasonal employee each.
Property owners receive police protection, trash removal, beach patrol, road maintenance,
public grounds maintenance and more from the Town’s administration. The Town also has 8
volunteer Boards and Committees, some of which have budgets appropriated annually. The
Town operates out of a modern Town Hall and separate Police building that were dedicated in

2008.
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The Town has a volunteer 7 person Town Council headed by a Mayor. Council members are
elected to two year terms, and take office in June. Elections are held in May, with 3 members
and a Mayor elected in even years, and 3 elected in odd numbered years. The Town Council
schedules 11 monthly “Regular” and 12 “Workshop” meetings annually. The public is invited to
attend.

Mayor & Town Council

Planning Commission Board of Adjustment

Communications

Water Quality Charter & Code &
Committee Committee

Community
Enhancement
Committee

Budget & Finance

Committee Public Relations

Committee

The Town has very active Property Owners Association (SBPOA), Historical Society (SBHS) and
the Women’s Club. Most of their meetings are typically held in the May Felerski conference
room in Town Hall. SBPOA is most noted for the “Annual Bull Roast” and the “Neighborhood
Watch Program”. SBHS regularly holds seminars on interesting Town activities, and the
Women'’s Club is primarily a social organization having monthly events of interest. You can find
more details on these three associations at the SBPOA web site, the address is:
http://sbpoa.sharepoint.com/Pages/default.aspx.

We are a residential community, with the only one commercial property that being York Beach
Mall, and only one multi-family property that has six attached townhomes. All other dwellings
are single family homes. There are just under 1,400 properties in the Town, of which just under
1,300 have dwellings on them.

Property owners have access to central sewer (Sussex County), water (Artesian Resources),
propane gas (Sharp Energy), ambulance service (Bethany Beach Volunteer Fire Company
Emergency Medical Service), fire protection(Bethany Beach Volunteer Fire Company), trash
collection (Town), road maintenance (Town), Beach Patrol (Town), Police protection (Town),
Code Enforcement (Town) and more.

The Town is affected periodically by severe weather, and it prepares for these events. Since
the development of the area now known as South Bethany only began in the early 1950’s the
recorded history of severe weather experiences is somewhat limited to the last 60 years. There
were only a hand full of homes in the area before 1950, and they would not have received
much attention. We generally experience Nor’easters that pound the “Ocean Side” of town.
Most notably was the “1962 Storm of the Century” when all 30+ homes on the ocean were fully
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destroyed, and the homes on the Bay Side of Town were only mildly damaged. There was
another severe Nor’easter in 1992, when Ocean Side homes were severely damaged and whose
waves even breached Rt. 1 and drained into the canals. Occasionally the Bay Side of Town is
affected by severe weather such as the October 2012 Super Storm Sandy when over 800 homes
were flooded. The 1992 storm also flooded the Bay Side of Town. Generally the flooding on
the Bay Side is caused when the wind drives the water east on the bays and it has no place to
drain. The Town has emergency procedures to warn residents and employ emergency
evacuation notification. Further, the beach area has been replenished in 1999, 2008 and 2013.
The 2008 replenishment included a 16 foot protective dune. Hopefully we will not have a storm
of the century for some time and the replenishment will limit the damages of future storms.

B 2013 Beach Patrol ; .: gt :-1;{'



Final - Approved April 11, 2014

Sub Totals Totals
Fund Balances at April 30, 2013:
Non spendable S 7,602
Restricted by Other Governments S 792,114
Assigned by Council S -
Unassigned S 1,002,058
Projected FY 2014 Surplus if Budget is met 100% S 18,832

Projected Fund Balance Total at April 30,2014 $ 1,820,606

Current Proposed
FY 2014 Budget FY 2015 Budget

Estimated Revenues:

Property Taxes S 487,198 §$ 496,942
Realty Transfer Tax S 255,000 S 250,000
Rental Tax & Rental Licenses S 548,450 S 540,000
Fines and Penalties S 79,000 S 79,500
Building Permits S 86,000 $ 105,000
Permits, Licenses, Franchise Fees and Leases S 154,169 S 159,525
Grants S 162,680 $ 108,530
Trash (SS Sandy $26,632 in 2014) S 382,164 S 366,167
Ambulance S 61,160 S 74,677
All Others S 15,500 S 18,150
S 2,231,321 S 2,198,491 $ 2,198,491
Proposed Operating Expenditures:
General and Administrative S 573,126 S 566,213
Public Works S 570,210 S 585,796
Public Safety S 747,617 S 742,220
Beach Patrol S 228,262 S 227,426
Community Enhancement Committee S 21,200 S 21,575
Canal Water Quality Committee S 30,151 S 13,164
Sea Level Rise Committee S 5,000 $ 6,300
Public Relations Committee S 3,550 $ 3,100
Municipal Street Aid S 20,533 S 3,024
Police Grants - SALLE & EDIE S 7,700 S 5,487
Transfer Tax S 5140 $ 2,500
$ 2,212,489 $ 2,176,804 $ (2,176,804)
Proposed Capital Expenditures:
General and Administrative S - S 22,200
Public Works S - S 1,500
Public Safety $ - S 55,910
Beach Patrol S - S 15,574
Community Enhancement Committee S - S -
Canal Water Quality Committee S - S -
Sea Level Rise Committee S - S -
Public Relations Committee S - S -
Municipal Street Aid $ - $ -
Police Grants - SALLE & EDIE S - S - S (95,184)

Projected Surplus/Appropriated () Fund Balance for Fiscal 2015 $ (73,497)

Projected Fund Balances at April 30,2015 S 1,747,109
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RESOLUTION NO. 1-14

A RESOLUTION TO SET THE FY 2015 PROPERTY TAX RATE AND RENTAL TAX RATE

WHEREAS, the Town of South Bethany strives to maintain a responsible and prudent
financial position for the Town and to maintain the same level of services to the residents; and

WHEREAS, property taxes, rental taxes, and transfer taxes are among the primary revenue
sources for the Town; and

WHEREAS, it is essential to maintain the financial integrity of the Town;
NOW, THEREFORE, LET IT BE RESOLVED, by the Mayor and Council of the Town of South
Bethany that the FY 2015 Town of South Bethany property tax rate shall remain at $1.30 per

hundred dollars of assessed valuation and the FY 2015 Town of South Bethany rental tax rate
shall remain at 8% of total gross receipts of each residential and commercial property.

ADOPTED BY THE MAYOR AND COUNCIL OF THE TOWN OF UTH BETHANY ON THE
11™ DAY OF APRIL 2014.

b, Lol L) for

Ja owski, Mayor Rat Voverfs, Council Secretary

Attest. ' Members Town Council:

Pam Smith, Administrative Assistant

Sue Callawa R
o

SEAL:

Sponsored by Councilman Caputo
phs:Resolution No. 1-14 FY 15 Tax Rate
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